BEFORE THE STATE TAX APPEAL BOARD

OF THE STATE OF MONTANA

RONALD L. AND KATHLEEN GESSAMAN, )
) DOCKET NO.: PT-1997-17
Appel | ant s, )
)
-VS- )
)
THE DEPARTMENT OF REVENUE ) FI NDI NGS OF FACT
OF THE STATE OF MONTANA, ) CONCLUSI ONS OF LAWY
) ORDER and OPPORTUNI TY
Respondent . ) FOR JUD Cl AL REVI EW

The above-entitled appeal was heard on April 20, 1999, in
the Gty of Geat Falls, in accordance with an order of the State
Tax Appeal Board of the State of Montana (the Board). The notice
of the hearing was given as required by |aw

The taxpayers, Ronald and Kathl een Gessaman, presented
testinmony in support of the appeal. The Departnent of Revenue
(DOR), represented by Joan Vining, residential appraiser, presented
testinony in opposition to the appeal. Testinony was presented and
exhibits were received. The Board then took the appeal under
advi senent; and the Board having fully considered the testinony,
exhibits and all things and matters presented to it by all parties,
finds and concl udes as foll ows:

FI NDI NGS OF FACT

1. Due, proper and sufficient notice was given of this



matter, the hearing, and of the time and place of the hearing. Al
parties were afforded opportunity to present evidence, oral and
docunent ary.

2. The property subject of this appeal is described as
fol |l ows:

Lot 4, Block 1, 1° Supplenental Church
Addition to the City of Geat Falls, County

of Cascade, State of Mont ana, and
i nprovenents | ocated thereon. (Assessor Code
585300) .

3. For the 1997 tax year, the DOR originally appraised
the subject property at a value of $14,381 for the land and
$149,860 for the inprovenents. The value of the structure was
| ater reduced to $142, 350.

4. The taxpayers appealed to the Cascade County Tax
Appeal Board on Septenber 25, 1997 requesting val ues of $14,316 for
the | and and $105,000 for the inprovenents, stating:

The 1997 reappraisal increased the appraised val ue
of our residential property at the above referenced
address by 61.78% from the 1996 val ue of $101, 523
to $164,241. The 1996 val ue was set thru a 3/12/97
State Tax Appeal Board (STAB) decision that the DOR
finally inplenmented in Septenber 1997. There has
been no change in the property since 1996 except
i ncreasing age. The 1997 appraisal increase
appears to be based on erroneous/arbitrary changes
in property classification factors.

5. In its Cctober 22, 1997 decision, the county board
adj usted the value of the inprovenents and deni ed the appeal on the

| and, stating:



After hearing testinony and review ng exhibits, the
Board feels the effective age on the house shoul d
be lowered to “1986”, resulting in a 5% decrease in
value. The value on the inprovenents is |lowered to
$134, 227. 00. The value of the land remains at
$14, 381. 00.

6. The taxpayers then appealed that decision to this
Board on Novenber 20, 1997, stating:

The 1997 reappraisal increased the appraised val ue
of our residential property at the above referenced
address by 61.78% from the 1996 val ue of $101, 523
to $164,241. The 1996 value was set thru (sic) a
3/ 12/ 97 State Tax Appeal Board (STAB) decision that
the DOR finally inplenmented in Septenber 1997.
There has been no change in the property since 1996
except increasing age. The 1997 appraisal increase
appears to be based on erroneous/arbitrary changes
in property classification factors.

The county tax appeal board failed to:

1. Oder entry of taxpayer-denonstrated correct
physical data for this property on the
appropriate DOR “Property Record Card’” (PRC
452);

2. Adequately address the application of an ECF to
a specific category of real property when rea
property wth that categories’ distinctive
characteristic were not included 1in the
cal cul ation of that ECF;, and

3. Ensure that DOR-utilized cost nunbers were
consistent with the actual cost of specific
property inprovenents.

7. The values before this Board are the values
determ ned by the Cascade County Tax Appeal Board.

TAXPAYERS CONTENTI ONS

M. Gessaman indicated this appeal arises fromthree



specific areas of assessnent:

1. Insuring the correctness of physical data.

2. The renoval of the ECF

3. The adjustnent of the cost nunbers by the DOR as

applied to the subject basenent.

Taxpayers’ exhibits 1 through 12 are presented to address
the area of the taxpayers’ first concern, the accuracy of the
physi cal characteristics of the property.

The following is a brief description of exhibits 1

t hrough 12:
1996 Val ue 1997 Val ue

Exhibit # Exhi bi t Dat e Land | np Land | np

#1 1997 Appeal to STAB 11/ 20/ 97

#2 1997 assessnent notice 9/ 9/97 $12,096 $107,680 $14,381 $149, 860

#3 1997 assessnent notice 9/18/97 $12,096 $ 89,427 $14,381 $149, 860

#4 1998 assessnent notice 6/ 5/98 $12,096 $ 89,427 $14,381 $141, 810

#5 AB- 26 Adj ust ment Form 7/ 1/98

#6 DOR response to AB-26 7/ 8/98

#7 AB- 26 Adj ust ment Form 7/ 8/98

#8 Fi ve phot ographs

#9 Property Record Card 5/ 17/ 97 $14,381 $149, 860

#10 Property Record Card 6/ 4/96 $12,096 $107, 680

#11 Property Record Card 5/ 17/ 97 $14,381 $142, 350

#12 Deck Area 10/ 20/ 97

The taxpayers are unsure if the DOR 1997 appraisal takes
into account that the total deck area only consists of 103 SF and
t hat the house has no di shwasher

Taxpayers’ exhibit #9 is a copy of the property record
card dated 5/17/97. The areas of concern are the dishwasher,
quality of basenent finish, effective age, decks, value assigned to
t he basenent and the econom c condition factor (ECF).

Taxpayers’ exhibit #11 is a copy of the property record

card dated 5/17/97 that was presented by the DOR at the CTAB



hearing. This exhibit shows a built-in di shwasher valued at $500.

The second area of assessnent that concerns the taxpayers
is the application of the ECF. The residence is not 100% conpl ete
and exhibit #13 list the itens still in need of conpletion. The
DOR has established the residence to be 95% conplete and the
taxpayers did not dispute this conpletion percentage. Taxpayers’
exhibit #14 is a copy of STAB' s 1996 deci sion, CGessanman v. DOR PT-
1996- 13, in which the Board renoved the application of the ECF of
108% The taxpayers’ enphasis to the decision is, “.There was,
however, no evidence or testinony provided by the DOR to indicate
that the ECF applied was applicable to a property that was not
consi dered 100% conplete. In other words, no simlar properties
still under construction, were utilized to calculate the ECF...
“..1996 tax year of the subject property shall be nodified by
returning the effective year to 1986 and by the renoval of the
Econom c Condition factor of 108%.".

The third area of concern is the cost nunbers used by the
DOR to val ue the basenent area.

The taxpayers have partially finished the basenent, but
it is not conplete. M. GCessaman referred to the basenent finish
as “wnterized”. The basenent is franmed, insulated, dry-walled,
taped and painted. It is the taxpayers’ opinion that this finish

should only amount to $2,500 to $3,000. The follow ng table



illustrates the various costs/estimtes the taxpayers presented to

show that the DOR has overstated the val ue of the basenent finish:

Exhibit # Exhi bi t Area (sf) $/ sf Tot al Cost
15 Basenent Fini shing Correction 1,344 $2. 40 $3, 226
15.1 Esti mat ed Cost of Finishing

All Steel Construction (10/20/97) 1,350 $2. 40 $3, 240

All Steel Construction ( 4/14/99) 1,350 $3. 25 $4, 388

All Steel Construction (10/20/97) 1,350 $2. 40 $3, 240

Rocky M n. Renodeling ( 4/12/99) $2.50-$3. 00 $3, 000

Rick Bell Contractor ( 4/12/99) $3, 000
15.2 Means Cost Met hod ( 4/16/99) $3, 282- $3, 347
15.3 Various Contractors ( 4/14/99) 1,350 $2,742- %2, 876
15. 4 Mat eri al s Cost of Fini shing

Qur Costs $ 685.52

Poul sen’ s I nc. ( 4/16/99) $1,214. 27

Johnson Madi son Lunber ( 4/16/99) $1,216.98
15.5 Al Steel Building Co. ( 4/15/99) $3. 25

Taxpayers’ exhi bi t 16, titled “Bui | di ng Val ue

Cal cul ation” establishes a value for the structure at $108, 979.

The exhibit further states, “The Value shown on the declaration

page of our honeowner insurance policy is $100,000 — this is very
close to the above cal cul ated value. W took the average of the
two val ues and rounded up to closest 1000 to arrive at the $105, 00
Form”

(sic) shown on our Property Tax Appeal

DOR' S CONTENTI ONS

DOR' s Exhibit A is the property record card for the

subject. Summarized, this exhibit illustrates the foll ow ng:

Land Dat a

Wdth — 72’ ; Depth — 150’ ; Depth Factor — 112

Unit Price — 178. 34; Land Val ue - $14, 381

| nprovenent Data

Fl oor area 1, 382 square feet
Bedr oons 3

Bat hr oons 2

Year Built 1986

Ef fective Age 1990

Physi cal Condition 5 - Good



Grade 5 plus - Above Average
Condition/Desirability/Uility (CDU - Good

Dwel 1'i ng Conput ati ons
Repl acenent Cost New ( RCN) $141, 150

Per cent Good X 96%
Percent Conplete X 95%
Econom ¢ Conditi on Fact or X 110%

Repl acenent Cost New Less Deprec. $141, 600

Ot her | nprovenents + $ 750
Land Val ue + $ 14, 381
Total Market Val ue $156, 731

Ms. Vining testified that the value the DOR currently has
on the property reflects that the built-in dishwasher has been
renoved and the deck area has been corrected to reflect 100 square

f eet.

Ms. Vining testified that the basenent area is finished
with mniml quality.

The market val ue was established fromthe cost approach
to value. An economc condition factor (ECF) of 110% was applied
to this property. M. Vining testified that all properties wthin
t he nei ghbor hood received an ECF of 110% regardless if they were
100% conpl ete or sonething |ess.

The | and val ue was cal cul ated as fol | ows:

Base Lot Wdth — 70 front feet

Base Lot Depth — 120 feet

Base Rate - $180 per front foot

Adj usted Rate - $120 per additional front foot

Depth Factor = Cactual depth/standard depthl

Subj ect : 72" X 150’
Dept h Fact or AQ150/ 120 = 1.12
70" X $180 = $12, 600
27 X $120 = % 240
Tot al $12, 840

1 O=square root



Dept h Fact or X 1.12
Tot al val ue $14, 381

BOARD S DI SCUSSI ON

The taxpayers did not present sufficient evidence to
suggest a land value less than the DOR s determ nati on of $14, 381.

The taxpayer and the DOR both agreed that a built-in
di shwasher is not present in the honme, therefore it should not be
listed on the property record card.

The taxpayer and the DOR both agree that the area of deck
is not 1,000 square feet. The taxpayer referenced 103 square feet
of deck area and the DOR adjusted this to 100 square feet,
therefore, DOR s figure should be used in determ ning val ue.

In a previous decision, PT-1997- 13, this Board
established the effective age of the structure at 1986. The CTAB
nodified the effective age of the property from 1990 to 1986 in its
Sept enber 25, 1997 decision, which stated, “.the effect age on the
house should be lowered to “1986”, resulting in a 5% decrease in
val ue..”. Page 47.6 of the Mntana Appraisal Mnual is the
depreciation table for residential dwellings. The depreciation
percentages for a property with the effective ages of 1990 and 1986

are as foll ows:

Cbserved

Age Good (CDU)
5-6 . 96 (1990 effective age)
9-10 .91 (1986 effective age)



The CTAB s decision to increase the depreciation 5%is
consistent wwth the depreciation table.

This Board renoved the ECF fromthis property in a prior
apprai sal cycle decision, PT-1996-13. Not hi ng was presented to
indicate that the ECF should applied to this property for the
current appraisal cycle.

It is the Board' s opinion that the basenent finish is
superior to taxpayers’ determnation. Therefore, no adjustnent to
this area of the structure is warranted.
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Il
CONCLUSI ONS OF LAW

1. The State Tax Appeal Board has jurisdiction over this
matter. 815-2-301 MCA

2. §15-8-111, MCA. Assessnent - market val ue standard
- exceptions. (1) Al taxable property nust be assessed at 100% of
its market val ue except as ot herw se provided.

3. 15-2-301, MCA, Appeal of county tax appeal board
decisions. (4) In connection with any appeal under this section,
the state board is not bound by common | aw and statutory rul es of
evi dence or rules of discovery and may affirm reverse, or nodify
any deci si on.

It is true, as a general rule, that the appraisal of the
Departnent of Revenue is presuned to be correct and that the
t axpayer nust overcone this presunption. The Departnent of Revenue
shoul d, however, bear a certain burden of providing docunented

evidence to support its assessed values. (Western Airlines, Inc.,

v. Catherine Mchunovich et al., 149 Mont. 347, 428 P.2d 3, (1967).
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ORDER

| T 1S THEREFORE CRDERED by the State Tax Appeal Board of the
State of Montana that the subject property shall be entered on the
tax rolls of Cascade County by the Assessor of that county at the
1997 tax year values of $14,381 for the land and the val ue of the
i nprovenents as determ ned by the DOR after the foll ow ng changes:
Renmove built-in di shwasher.
Deck area consists of 100 square feet.

The effective age i s 1986.
Renmove the ECF of 110%

PwONE

The appeal of the taxpayer is therefore granted in part and
denied in part and the decision of the Cascade County Tax Appeal
Board is nodified.

Dated this 28th of My, 1999.

BY ORDER OF THE
STATE TAX APPEAL BQOARD

GREGORY A. THORNQUI ST, Chai r man

( SEAL) JAN BROAWN, Menber

JEREANN NELSON, Menber

NOTI1 CE: You are entitled to judicial review of this Oder in
accordance with Section 15-2-303(2), MCA. Judicial review may be
obtained by filing a petition in district court wthin 60 days
follow ng the service of this O der.
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CERTI FI CATE OF SERVI CE

The undersi gned hereby certifies that on this 28th day of
May, 1999, the foregoing Order of the Board was served on the
parties hereto by depositing a copy thereof in the U S Mils,
post age prepaid, addressed to the parties as foll ows:

Ronal d L. & Kat hl een Gessaman
1006 36'" Avenue NE
G eat Falls, Mntana 59404- 1263

Randy W ke

Depart nent of Revenue
M tchell Buil ding

Hel ena, Montana 59620

Ofice of Legal Affairs
Depart nent of Revenue
M tchell Buil ding

Hel ena, Montana 59620

Appraisal Ofice

Cascade County

300 Central Avenue

Suite 520

Geat Falls, Mntana 59401

Ni ck Lazanas

Cascade County Tax Appeal Board
Cour t house Annex

Great Falls, Mntana 59401

DONNA EUBANK
Par al ega
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